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24 August 1948 


Mr. Joseph M. McDaniel, Jr. 

Special Assistant for East-West Trade Affairs 
Economic Cooperation Administration 
Paris, France 

Dear Mr. McDaniel; 

After considerable time, I hare got together a paper on current 
thinking in the United States about East-West trade which I am 
enclosing herewith. I doubt if this will be all you want, but this 
seems to be about the best that we can do at the present time as 
(which I am sure you will know) things are a bit confused on this 
thing in Washington. 


Sincerely, 


Signed 
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R. H. Hillenkoeiter 
Rear Admiral, USN 
Director of Central Intelligence 
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cu mmm unsocial m ?ns uoted suites 

£»0tff EASSMBESf «&be 


1. Deeisioas with respect -to last-best Trade end t© the use 
of export •octroi* by the United State* lading* upon and type in- 
fluenced by two basic actional eeourity ishereete* 


<*> 



capability of —— wn*» ^ w««ayi *»■ »* nw* t i w w tw«K*** 


eopabillty in general and to reduce It* issaediata capacity to aahe 
or export a full-ee&le war In particular* 


<b) ft*c SSSSSSSSSS^3& S£ M&LJSS& SX ^ ”truoture 

of western Suropi'', " - " Ihi* implies it^s&feilsktng that region it* a 
•enter of "power tith the intention «* achieving b global distribution 
of power favorable to the United State** 


2* Decisions accordingly oull fsv balancing the frequently 
oowpeting elaim of theee security interests, end tend to fall into 
one of tee general groups. 

(») Aotioa to prohibit or reetriot the ntereaest of iipeelfiod 
oooaoditiee frea the Halted State e end Western Europe to -lie USSR end 
the Eastern European Satellite** 

(b) Aeeeptane* of trade arrangements which will bring 
desired oowaoditlee front Eastern to Western Europe. 

3* Decisions ere ia^lewmted wader the following federal Lowe* 
(Tor analyete of the varioue lots, *ee Appendix *& m *} 


(*) SSSSS^k «gpert eoctrele* Act of 2 July IRAQ (54 8tet» 
p*)» *» awe odea, ' B*e edBlnie^tiTO ^*g«at" ,, ie USf Export Supply 
Sreaeh* Office ©f International trade* Uepartsent of Qc entire# „ 


(b) foreign assistance Act of 1348* which gives the BBS 
Adjgtnletrator •^ataatial fowere to iiukuenee the exports of countries 
receiving United States aid* 

(•} Act of 1 Sept** 1 WT (SO Stat* 886 ) and of IS fhb« » 

1939 oontrelliag ts# export of em^preSSSsfw categories or war 
sate rial* She adednietratiwe agent is the Munitions Control Division 
of the Depertaent of State* 


4* The principal eoaaoditiee* other than samitlore of war. 
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which my be effected by export control decisions consist of tam 
following t 


(&} gemaoditles, whose movement frost lest to West in 
Europe Is o© soldered important to Western European Recovery (BGA)* 
e*g* agricultural preduots, sod* potash, tistoer* 

(b) OoMnoditios desired by the US SB, end the 8t>te lilts 
States toad which tend to enter into the trade agresweatB negotiated 
between Ststem sad Western European countries! e«g« Indus trial 
equipment (pwrtioularly special purpose machine tools, heavy mining 
and construction machinery and precision measuring eijuipm* tt) and 
raw saterial* (especially natural rubber, tin, sod wool), 

(e; Ooaiuodities presently dssired by the Waited S !tatss 
fToa the U3SS* chromite and manganese# 

6, la audition, complex poll ideal oonsidoratlons *‘1«^ eater 
into the efforts to balance those, claim*. 


(a) Attempts to secure supporting action by countries Which 
are members of the Organ! latlon for European loonoale Cooperation 
(OSEO) for that taken by the baited States issssdifetely ensoualors 
the fact of already negotiated and. operating agreements bctccsn suoh 
oountries laid the WS8JEI and Satellites* Suoh agreements nuaher approxi- 
mately seventy* Thee* agreements have become part and parcel at the 
financial, commercial and economic plans of the countries concerned, 
and their modification is politically difficult sine® it touches 
upon both internal stability end a general disinclination to offend 
the USER. 


(b) Intra-European trade, vdiether between the countries 
participating in the SuropCaa Recovery JPrograsa (SEP) at between, 
these oountries usd lastera Surcpe^ appears so essential tt tftcee 
countries that a strong political resistance develops tc inter- 
ference by the United States on security rather than econtaie grounds. 

(c) The structure of British Oonaorwealth trade, the 
political objective of maintaining a strong British petition in intra- 
Europetui trade, and the political commitment* of the labour aevera- 
inent, introduce a highly specialised factor late the total, situation. 

Mote* Attention is called to the exploitation of these political 
factor s by UW3R radio (Mb scow la English to UR., 18 duly, 1948, 

| | "Dto US monopolies arc not interested in 

normalising European trade i on the contrary they arc doing 
their best to undermine trade not only between Western and 
Eastern Swope, but also among the Marshall Flan countries 
themselves** 

(d) finally, within the United States, a political footer 
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enters into the situation in the form of persistently rwaiawing ‘denmcd# 
torn reartri etion of export* to the WSE 8n ^ Satellites. 

g. During most of tin* first t*o year* following itorld far il# 

Uni tod states export control# were invoked almost iMltainl/ f»r 
docwstlc eeoaumio rsason*. if *•«» of the Ibsitive List# quantita- 
tive restriction# were applied and Uoww* required for export* ©f 
essential itena is short supply. After the Sovist Union revealed 
its intention to block the success of the Marshall ?l*n* however, 
export oontrois were Invoked to export ttoited Stores ibreign pclley* 

All exports to Strops are now subject to serutiay *»d require 
licenses. Until recently this control saemated virtually to an 
^bargo of shipments te Bastern Europe* whereas shipments to Ekl 
oountri**# imvo been facilitated. Currently the peliey *i«* respeet 
to exports t© the Seviet bloc is being clarified* i* vesar Jes« 

oui by classifying export eoaaedities into categories which reflect 
the isqportftncc (or the uciaps rtcn os ) of various eoaaedities to the 
military potential of the loviet Hoe# the degree of depends®*# of 
to# Soviet BXee upon inposrto of such commodities frost the Halted 
States# Western Europe# or other parts of the warld# and » hollar 
fuetors. The major line# of action proposed with respeet to exjaorta 
to the USSR and Satellites are* 

(a) 70 oontrol (complete prohibition of certain items, 
quantitative limitation of ©there) the novmscnt of selected eon edibles 
from the United States to the USSR and Satellites# 

(b) To support such control by calling for corresponding 
action from the countries of Wester* twepe partieipetiag in BOA# 

{«) Te oxeroiee such oontrol with seas flexibility so as 
not to provoke reprisals that eight check the westward eovem-at of 
consaodities considered •’essential* to the eeonosy of Astern Europe 
cr presently desirable to the United Jltotes* 

?, Coarwats tearing on future consideration of the problem* 

(a) The econoaic rceovwry mad political stability of 
lectern Europe is * security interest that ean be pursued s tonl tone ously 
with that of Uni ting the i wasdi ate ww^-making capacity of the USSR, 
it is questionable, howeveSTifiF" ean be pursued aWWouslyv^to 
^ interest in retarding the long-tern industrial growth oi the* umm* 
in comparison with the security advantages that are expected to fellow 
the recovery of Astern Europe# torn retardation of tJSSB imiuatrisl 
capability appears to be a loss immediate security interest. In any 
event# this growth la impeded by internal faster * which eporeto 
aside from any positive action by the Baited States, fhe cost obvious 
of theto faster* arc underdeveloped transportation# Halted Managerial 
skills# the slew rut* of diffusion of broad technical skills* Th*e* 
factor# permit — — choice b# toe an tbs iame4&ato value of strengthening 
the Western European systoja and the remoter value of retarding the 
Soviet system. 
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(b) the balanced policy that is betas sought ty the United 
States calls for flexibility end constant ro-exwfLnotioii. Bo«x 
aisoussic-ns end deoisioua require protection frost those ptychole^ical 
elements in Anerlenn opinion that would force them late » rigid 
pattern of economic warfare* 


«* 4 •* 

Approved For Release 2003/03/28 : CIA-RDP80R01 731 R001 40001 001 2-7 Sf'iO^ 



Approved For Release 2003/03/28 : f ClA^F^0R01 731 R0M40001 001 2-7 


K&mnx A 

LMAl AUTHORITY ASP JWHJBZSXMVZfM AQ^CIM 


The export-control authority provided under existing 
leg! elation i» comprehensive. Exportation aay 'be restricted 
hy quota allocation or by denial of licensee to export 
comodi ties when shipment sight Injure the nation’s economy 
or he inconel stent with United State# foreign poliey. Until 
recently, control was invoked almost exclusively for domestic 
economic reason# i • ©• » when the exportation of material# 


in scarce supply would he deleterious to the national economy. 
Since July 15*47. however, export control ha# h#cn authorised 
whenever essential to ^carrying out the foreign policy of the 
United State#.* In brief, four type# of control are now in 


force; 

Control 

General export# 
fieeienahle Material, etc. 
Avne, aasmnltlon, etc* 
Gold and narcotic* 


Administrative Agency 


Department of Com creel/ 


Atomic Energy Comm lesion 
Department of State 
Treasury Department. 


y Subject to authority oonforred upon leonosio Corporation 
Administration, tee text. 
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C oii Ut'Ol »* ugperts 

Authorise tiou.- Mit July 2. (5 1 * 71^* *'* ***’ 5 

™ — ■ — i mr --2^*5 * uotfe CmwT**«» appro**^ 

teeter •». 15**71 sA4 -Ws Lmt IRS - * 
0oa*tr#8c » c^reved July 15* 19*7 (9#w»*> 
3««AtZ«l A«t ©1 19^7). see all)#* ?wrtr> 

Ass l stem## .\fit o.f: Au-rtl 1* 1’) %8 • 

A tednlslgettr# m <wg» * ***** supply 

"" r ' '"'" tonal Trail#, J)#o#ytei«E-* ci CfWUKtde. 


hhJ«cttT*s*~ 1 . Jj»#io#lly. t# P»i#et the dc^cU# «kw -»« 
Injury -which vevjft result *r©» Vh# »«»«r»e dietrttttUe* <f -mortal 

In short 'swrlA supply* 

a ) f» aestat iaflatlfl# Vy Judicious HttsfocMiac si nasutiel 


'i.'.:,t trials* 

%.) f» restore & |r®t«? degfe* c* «#»p#titi«& 1* <1*1 Wa Ste.t#« 
nxj^ntt trade hv r«s#riad sfeipaents at lowest priees. 
fo aid in c .rrylae out waited Stftto* iQT%±m 7&U»f° 

&} * t o ohaikiwl so#*#* wstarlAic to cowa-tries ##» «* 3 ® 

>h’:a!' v'113 assure the greatest ccatrlhutiou to th* reeevary 


.-»r aureus* 

1 >) :,*e prevent aosaaoat to aaty d#etlt»Ue» «? m*&* «• 

m e 'title a would he to the nutittael Into* ««t «* 

ve 1 ' recovery. 

5) >i*3 ««)» av.iilsVfl® to eeuatri## It #*4 «e**»edi vi«* whose 
unrestricted estpcrteilon to ell d#stlnft*t#a# vo'-i * «*t 

'Tur*i>rt?<ta. 
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-laeaee* er*. of course* Pooled tf evportstte* ir f©*a*d 
ontrary to tha above objectives. {Control ends* »hf 
; "osltive hist i* the only renal w en t for esjsorti* to nos*. 
’’«»« scrantrtes — designated *» ^'onntry emwp n«; 
following suction). 

ill 5r2L.£.2ffi2 It JL. *■ Regardless of thsir ehuvMttr, All. exports 
countries «*4 owtfdn oouniiltt osistintoi!# tfes mbo 
vinuire » voUas.tod license. To cresset# ccsDstiUsn, to chedt 
* n latloo «t how> *ujA abroad, and to co&aerve SurspesA m«m« 
'- r «3coha*w», exporter* offering lowest oriMss aw 

w-iwd. «0 foe tor a return to private trading, Ue*naet ore 
favored authorising axport* to private consignees, 

Aft«r scrutiny to assure observance of the objectives 
rter.nl led above. Hoar##* aw currently granted om a liberal 
h«.i* to consignees la *04 countries. Control it sew itpnmi, 
ovever, to the ease of Hesters Huropeaa countrl#*; -luring the 
?iret few maths while new fbraal criteria vers beta# developed 
th* rteralivasnt of Ueeneee revolted virtually In an cnbargo 
on shijeemte to those countries. Currently, o il aaceorie to 
intern European countries are classified la five Maoris* 
reflecting chiefly their degree of laportaaoe or of 

importance to the war potential of the Soviet Vntcm, Ueeneee 
ere mm** dleerinfeatlngly wife a view to allowing eaongti 
ira in, uoru ar la?« on a enld prq anp hauls, to a-'S'.m won* 1 *"*! 
ilow of certain Materials obtainable Ln Ssiterr Scraps. ?fcus. 
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it 1 b at sd to assist Western lurope 1ft obtaining essential 
intperis, to assure to the United States an adcqmt^ flew of 
important strategic materials, end at the saae tiao to prevent 
or retard further Increase In the war potential of las tern 

It rope, 

Under the Foreign Assistance Act Of 1~ J JB, the SGA 
Mainlsbratcr Is given two comprehensive powers la determining 
the character of United States export controls, He i* directed 
to refuse deli very* insofar as practicable* to participating 
countries of oomiaodi ties which go into the product ion of any 
iter, for delivery to any aoa»particimtinr Hurcpooa country 
if export licensee for oneh item would he refugee' to those 
countries in the interest of national security, the IQA 
Administrator is also authorised to require the denial of 
Hennas* for the exportation of any oesaedi ty to toa- 
po.rtleipatias European oenntries if the supply of such 
cow odlty is insufficient to fulfill the r oquirenents of the 
pnrtlftinatin’ countries. The Ads'nistrator Is authorised to 
obtain pledges free* the participating countries te explay their 
hast efforts to accsapliah the objectives of the joint recovery 
profpra*. thus, the SCA has indicated that, as a setter of policy, 
it will require participating countries to refuse expert 
license* for commodities to destinations where cos parable control 
is exercised in the United States, Similarly, acceptable 
control* will he required for export of coasted! ties on which the 

V 

United States innosos quantitative restrictions. 
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Export priori ties.- the Second Decontrol Aot authorises 
the Secretary of Scene rce to invoke export priori tie* 
whenever a material is required to expand foreig* production 
of a commodity critically needed in the United States or 
when snob, aotion is vital to inpleaeating the foreign policy 
of the United States. lime, whereas export lleetses serve 
to limit the exportation of particular goods, the establish- 
ment of priority in production and delivery for export nay 
he exercised to assure prompt shipment. In practice, export 
priorities have been granted in only a few instances, as in 
the ease of tinplate and nitrogen fertiliser in order to 
facilitate the expansion of foreign production of food products 
in short supply is the United States. 
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Control .. Source »UrUl* and facilities for the production 
of fieelanable mo to rial. 

AuthoriraUta^ i*»bXie Lav 3«8 t 79th Co»tf»w. (Me*ic hamvr 

of ^46). 

MatoUiaito mbbx>» Ato * 18 Rn * rtfy cowA««io*. 

ah^tiw .. To footer tho devolopaont and use of etowlc «»orgr 
vllh full regard for motional oooority and vorld pence* to *** ur * 
adequate oupply of faelUtie* for the production of fioUonabl* 
material I and to prevent the nee of each focillttoo in * amammr 
inconsistent wtte national voifaro . 
iMtWtfSB* *- (Effective #eve*ber 30, 1M?) 

£*«>rte of "oonreo aatertale* end •faotUtioe* for the pro- 
motion of fissionable material ore prohibited nalett authorised 
fey a llsonee loosed try the Genslooion. (federal eogtetar of 
SovoBbor 11, 1947, note forth onrrent regulatlone). Source 
mterlalo* K«an» ureniun, thoriu*, or ether arterial -»rtieul*rly 
«**antial to the production of fiooienable aetorialo. “i^ciUtUe* 
ara defined at Ul any etfUpwrt or device eapabla of orodnrti** of 
fisoionable material and (2) any laportant aompmmtt uari eepeoially 

deoignad for ouch ofnlpaant or devlooo. 

•*;>oure*e« *»d •»%erialo» aro offiotally elaoolf led in too 

fvum** of ooaaodltioe. I tow In Claoo l rofntre liwmooo not 
only for their exportation but aloo for dowoUe production, die- 
irlbutioa and the like, I* effort, a virtual ***** Pm been 
lapoMd on noet itow is thio group. Claoo II ooiawditieo aloo 
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r^olro u«n.< for ttolr onpcrtntlor. l»»l». *•*■« 

.ft.r oerntlnr «• *> «* «••• “ 4 

to notional Monrity. notorloln of tajortono. In th. promotion 

or o«,.UtMnt of otonlo TOW 1 " ,) ** 

tM .ooillro Lint for control ontor %ho *«*or»l orport s rotroo. 
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Control .- Arnt, asasonltlon, and laplaaoats ©f war; tinplate 
scrap; sad he lie* cat, 

Anthorl«atlon.- Aet ©f SoveKber 4, 1939 (£4 S tat. 10); MX of 
February 1C, 1939 (49 *tat. 1X40) | and lot ©f 
S*pt©*ber 1, 1937 (80 S tat. 887). Delegated 
authority under Act ©f July 9, 194© (54 8 tat. 714). 

at aasnded. 

Aihetaiatorati** teener .- Monitions Control Division. Uepartaent 
©f Ft® tt. 

Objectives. - uri finally, to Uplencnt octal taent* wit h. respect 
to the international traffic in art*. Dndor the Sxport Control 
Act of 1940. at amn&ed, to aid in aenytng out the Foreign Folicy 
©f the Catted State*. 

Froaednrs .- (Present regulation*.- Presidential Precfcanatio* 2776 - 
effective April 15, 1945). Export Ueentet aro required for U 
broad categories of amt and ananmltiene, iaelwUnr rifle-* and 
gun©, artillery, Manual ties, sheila and projectiles, tank©, vessels 
of war, landing craft, radar equipnont, aircraft, flans throwers, 
poison gesso, tad expletives, at well a* tinplate ©ernp and 
he 11 ua gas. ^ieensea for the exportation of am* and ©awmitiens 
wer® originally required largely for purpose© ©f registration only; 
authority to deny licenses was United and rarely invoiced except, 
for tamp!©, in instance© where D.8. treaty obligations sere violated. 
Under authority delegated by the Export Control Act ©f 1S40 at 
sufc»Bd©ct, however, these exports are subject to tern tl ay conparable 
to itoaa on the Positive list. Currently, no licenses are being 

granted for the exportation of tlapl&to temp. 
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Conferol .- 8aM end narcotics. 

lathe ri*attfHS .» Sold Isssrr* Aat of 1934 <31 CIU, lari 54.), and 
the Oplu* ?oppjr Control hot of 1942, 

i-d«lnl*tratlre |mg,> Treasury Sspariaant. 

Okiactlw .- to isqplsosnt th# Oovomment * s control ov**r the stsj?ply 
«ad value of the eurrsney wad to control the traffic la anreotlso. 
Prsaaflors .* Licenses required for all export* of sold (eaeiopt 
" fabricated* gold). sialiarly, lioaitt are required for 
narcotics. 
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